CAPITALIZATION

The following table sets forth the current portion of long-terra debt and total censolidated capitsl-
ization o] the Company as of June 30, 1993 and as adjusted to reflect the application of the net
proceeds of the Offering and consummation of the Proposed Acquisitions. This table should be read in

conjunction with ‘‘Proposed Acquisitions,” ““Use of Proceeds’™ and ““Selected Historical Financiat
Data.”

Jume 30, 1993
_Actal Pt Ofieriag ()  Pest Acquisition (a)
{Dollart in thoussnds)
Current portion of:
Long-term debt, net of capital lcase obligations ... $10,862 S 862 S 862
Capital lease obligations . ....................... 1,089 1,089 1,089
$13,951 S 1,951 $ 1,951
Long-term deb:
Term Loan. . ... i $56,331(b) S - S -
Revolving Credit Faciley ....................... 5,500 ~-(c) -
Notes payab.e to former stockholders............ 13,067 13,067 13,067
Capital lcase obligations, net of curreat portion ... 4,264 4,264 4,264
L0 {11 3,507 3,507 3,507
NOLES « ..ottt e e e - 100,000 100,000
Senior secured acquisition indebtedness.......... - - 80,000
Subordinated acquisition indebtedness ......... .. - - 100,000
Total fong-termdebt .............o.....e..... 82,669 120,838 300,838
Warrants outstanding. .. ... ..ot it ciaeanen 10,059 —(b) -
Stockhoiders' equity (defick):
Common stock, $.01 par vatue; 25,000,000 shares
authorized. 680,000 shares issued and
oulstanding. . .. ... .l ? 17 7
Additional paid-in capial ...............iaiaaln 4,733 4,733 4,733
Accumulated deficit .. .......ooiiiiiiiiiiiii, {13,749) (22,692)(d) (22,692)(d)
Total stockholders’ equity (deficit)............. (9,009) (17,959 {17,952)
Total capitalizstion. .............oieiiinnnnn.. $85,769 $102,886 $282,886

() See “*Pro Forma Consolidated Financial Data.”

(b) Subsequent to June 30, 1993, the Comipany incurred $19,000 uader the Term Loan, the proceeds of

which were used 10 purchase the Warrants for $9,000 and to pay special bonuses 10 executive
officers in the smount of $10,000 accrued as of June 30, 1993.

(c) After the Offering, the Revolving Credit Facility with available credit of $15,000 will continue to be
available 10 finance operations. The Revolving Credit Facility is currently being padiially utilized
for the $6,250 letier of credit described in Note 14 to the Consolidated Financis! Statements.

(d) Reflects a $1,059 extruordinary guin due 10 purchase of Warrants and a $10,002 extraordinary loss
resulting from early retirement of debt.
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SELECTED HISTORICAL FINANCIAL DATA

The sclected consolidated financial data for each of the years 1988 through 1992 and the six moaths ended
June 30, 1993 have been derived from the audited Coasolidatod Financial Statements. The consolidated financial
sutements for the thrce months endec December 31, 1990, the years eaded Deccmber 31, 1991 and 1992, and the
six months ended Junc 30, 1992 and 1993 are included elsewbere in this Prospectus. The consolidated financial
statements for, and as of, the six moxnths ended June 30, 1992 are unaudited, but in the opition of mansgement,
such financial statcments have been prepared on the same basis as the audited Consokdated Financial Statements
included c.scwhere in this Prospecius and include zll adjustments, consisting onty of normal recurring adjust-
menls, ncoessary for a fair presentation of the financial position and results of operatioas for thar period. Resuits
for the six ronths ended Junc 30, 1993 are mot necessarily indicative of the resuits for 8 full year.

The acquisition by the Company on Scptembec 30, 1990 of the Founders' Stock was accounted for under the
“*push-down’ method of accounting and a new accounting basis was cstablished for the Company beginaing
Scptember 20, 1990. Accordingly, results of operations for periods prior to September 30, 1990 are aot compara-
blc 10 results tor subscquent periods.

The information helow should be read in conjunction with *‘Masagement’s Discussion and Analysis of Fi-

nancial Candition and Resulis of Operations™ and the Consolidated Financial Statements of the Company in-
cluded clsewhcre in this Prospectus.

The
The Prodecessne Campeey Cambined The Comporny
Nime Thrwn
Meaths Uomahs Yesr
Eeded Snfed  Coded
Yoor Frded Ooramber 3, Sept 30, Dec. R, Dec. 31, VYesc Buded Deormber 31, Siz Moasthe Eated Jome 30,
19ue 1999 1998(aih) . ., R »m m 99
(Duliars in 1hasenndel
Staterment af Operstions Deta:
Netbroadcast feveniks . .. .. . S} 404 $33690 $27,268 510,205 $37,473 $45.358 561,349 330770  $34,586
Opcraong expenses, excludisg
depcrciation pad  amodtizs-
fion and special bonuses to
be pno to execuuve officers. 24,0711 25052 15,176 6448 2164 25187 ILID 14471 1469
Depeccranon and
smoruzsson () .. ........,. 6,407 9913 5,156 1’8 6,921 18,08 30,920 14867 11,887
Special bonuses 10 be paid 10
excautive officers ......... - - - - - -~ - - 10,000
Broadcast operating mcome. .. ),%86 1725 69% 1,952 89528 2,09 312 1.4 (1,9%0)
Inscrcst cxpense ........... 3,828 1.9 342 1,402 488 8489 1297 6,620 L% <}
Inscrest and other income . ., . as 85 N 150 474 5Q 1,207 625 1,406
Income {loss) before (provision) )
beactit for income 1ancs sad
exifaordinary term .. ...... 196 {81} 1,84 M0 4574 (6,240) (6,4798) ([4,563) (6347)
Nect income floss)........... (3W) ) 2.\ 452 2,94 4660) (5 (A8 (5269
RMx 0 curmings 10 fixed
charges (ge - oovnvnnnans 1.ix - 2ix 1.5% 1.9x - - - -
Otber Data:
Nct cash lows trom aperatiag
ACUVIES . ... oniiaauan $696 5659 32303 [$2,757 $5,000 §24 515682 533551 817,75
Broadcast opcraung cash
flowih) .. ............... 4,045 830 §9 2586 11,557 1S483 25,005 11,680 15,46
Broadcast operating cash flow
AN (). . .eee e, 1% 2% 2.m V3% W% MI% BI% BB €18
Cosh paid for imterem. .. .. ... $3,156 $3844 $3,231 |S 334 $4,065 $5604 312,192 § 7357 $4.5
Program contract psyments ... 6,48 5288 12t LN 422 468 1047 4,619 3,941
Capital expendityres. . ....... 1.5 1,239 1,652 49 21 3988 4] 194 151
Ratio of word dete 10 droadcast
operating cash flow () ..... 12X 4% 32
Ratio of broadcast opcisting -
cxsh flow 10 cush paymemts
for inMercst. ... ovennen.n.. 2.8 2.4 s
Ratic of brosdcast Opcrating
cash fow ( In1eres expense 1.7 2.8 285
Ratio of broadcast
cash flow 10 intereat expense,
¥ 2 S 18x 22X A0
Ratio of beoadcast opcraueg
cash flow less capial expen-
ditures to cash payments for
WMEESt ..l 21x 1.%% L&
(footnoies on following pege)
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The Predeceisor The Company

As of
As of Ducember 31, As of Decemer 31, June 35,
1S e 1990 Mo 190y 1%
[Deitass in thowsasds)
Balaace Sheet Data:

Toalassets......... e $49.593  $5L,156 §75,12 310,227 S19, 78  $125,3%

Totaldebt (kY . ....... ... .. 29,729 31,02 11,280 112,183 1.0,5659 96,814

Twual stockholders’ cqumty . . 105 (793) 1,608 (3,052) 13,765) {9,008)

1a) On September 30, 199C, the Comparny redeemed all of the Founders’ Stock. The redemption was accouated for wader the
“push-down’' mcthod of accourting sir.ce approximatcly T3% of the dutstanding shares of capital stock was parchased and
« management contiol group became owner of substantially all of ihe Company's caphal siock.

(b) On Scprember 30. 1999, the Corwpany sold Chanael 63. Inc., the owacr and operator of WIIB, 1 the Current Stockholden.
The statement of operationa, balance swect sad other data subsequent 1o this date do 0ot include amounts for Channel 63,
Inc. and arc therefore not comperabic 10 preccding periods.

te) Includes the combunce resuits of the peedectssor for the nine Moaths ended Septomber 30, 1990 and the Company for the
three months eaded Docember 31, 1990,

(d) WPGH, Inc. acquired the nct asse's of WPGH on Angust 34, 1991. The smtement of operations, balance sheet and other

datu prescated o1 penocs precedang this dote do not include amounts for WPGH, and arc 1hercfore sot comparable 10
subsequem periods.

{c) WPTT wan s50ld on Augest 30, 1991, The statement of opcrations, balince sheet and other data presented for periods
swbscquene ta this dete do not include amounts for WPTT and are thesefore not comparable 10 preceding periods.

() Deprexistion and amortization includcs amonization of program coalract costs and net reslizable value adjustments, depre-

ciation and amortization of propeny and equipment, snd amortization of soquired intangible broadcasting assets and othet
sssets, inchiding smortizstion of deferred financing costs.

{g) For the purpose of calculating the 73210 of camings to fixed charges, carnings consist of set income {lcas) before income
taxcs ard cxtraordinary item plus fixec charges. Fixed charges consist of isterest cxpense, which inclodes interest on all
deb and amoctization of dedt discount, and defenred financing costs. Eaminga were insdeqeae 10 cover fixed charges for

the ycars caded Decomber 3, 1989, 1991 and 1592 snd the six months ended June 30, 1992 and 1993 by $181, 36,240, $6,478,
$4.563 and 36,347, respecuvely.

{h) Broadcast operating cash flow is defined as broadcast openting lncome plus depreciation sad amortization sad special
bonuscs to be pad o execative officers, kess program contract payments. Bmadeast openating cash flow is o widely ac-
ceped financal indiculor of & comspany's shilicy 10 service andior incur dedt. However, broadcast operatng cash low
shoutd not be constived as an aliermative 10 broadcast operating income or net cash flows from opersting sctivities sad
shoold not be construcd as an indication of the Company’s operating perfoanance or as 8 measuse of liquidity.

(i) Broadcast uperating cash flow margm is defised as brosdcast operating cash Sow divided by net broadces: revenues.

(j) For the six months cnded June 30, 1993, the ratio of 1otal debe 1o broadeast operating cash flow was competed using
broadcast apcrating cash Row for the 12 menths ¢nced Jone 30, 1993.

(k) Total debt is defined as bong-term debe, act of wnamostized discoust, and capitat lease obligations, including curreat portioa

thereot, and wrirans outstanding. The scmaining outstanding warrasts were purchascd by the Company for $9.9 millioa in
Sepiember 1993,




PRO FORMA CONSOLIDATED FINANCIAL DATA

The tollowing pro forma consolidated financial data includes the unaudited pro forma consolidated
statemeats of operations for the year ended December 31, 1992 and for the six moaths ended June 30,
1993 {the **Pro Forma Consolidated Statements of Operations’’) and the unaudited pro forma consol-
idated balance sheet as of June 30, 1993 (the ““Pro Forme Cansolidated Balance Sheet'’), The unau-
dited Pro Forma Consolidated Statements of Operations are adjusted to give effect to (i) the Offering
and the appticanon of the proceeds thereof and (it) the consummation of the Proposed Acquisitions, as
if such transactions had occurred on January 1, 1992. The unsudited Pro Forma Consolidated Balance
Sheet is adjusted to give effect 10 (i) the Offering and the application of the proceeds thereof and (if)
the consummation of the Proposed Acquisitions, as if such transactions had occurred on June 30, 1993.
The adjustments (o the Pro Forma Statements of Operations for the Proposed Acquisitions reflect the
statemen:s of operations of WCGY in Milwaukee and WTTO in Birmingham oa a combined basis as
currently operated by the existing owner, and includes the results of operations of WVTV in Milwao-
kee, which currently operates a time brokerage agreement with an affiliate of WOGV. In connection
wit1 the Proposed Acquisitions, the Company anticipaies cntering into a PSA with WVTV. The Pro
Forma Consolidated Statements of Operations further reflect the resuks of operations of WNUV in
Baltimore, a station with which the Company anticipates entering into a PSA, payments pursuam to a

covenant not to compete and certain other acquisition related adjustments, See ‘‘Proposed Acquisi-
tions.”

The pro forma adjustments are based upon available information and certain assumptions that the
Company believes are reasonable. The Pro Forma Consolidated Financial Data should be read in
conjunction with the Company’s Consolidated Financial Statements and related notes thereto and the
financial statements and related notes of BBM Partners, L.P. (which reflect the historica) financial
statements of WCGY and WTTO) included elsewhere in this Prospectus. The unaudited Pro Forma
Consolidated Finsncial Data do not purport to represent what the Company's results of operations or
financial position would have been had the Offering or the Proposed Acquisitions occurred oa January

1, 1992 or June 30, 1993 or 10 project the Company’s results of operations or financial pasition for o at
any future period or date.




PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE YEAR ENDED DECEMBER 11, 1992

and

Offering Poat WITO  Acquisition Post
Historicnl  Adjostments(d) Offering Combined Adjusiments Acqeisition
(Dollars in theusands)
REVENUES:

Adwertising revenues, nct of agency commis-

BIONS. .. .. el e $58.544 358544  S26077(e) $ 4384 () § 89,005

Revenucs realized from barter arrangements 8.805 8,805 4,718 13523

Net broadcast revemues . ... ... ... .. 67,349 62,349 30,795 4384 102,528
OPERATING EXPENSES:

Program and productioa. .. ............ 17.454 12,454 4,201 21,655

Sclting, general and adminstrstive ... .. .. 13,683 13,663 16,106 (S00)g) 29,269

Amortization of program contract coss and

nel rcalizuble value adjustments .. ... .. 16,288 16,288 6,415 2,703

Depreciation and amortizatioa of propecty

Ad CQUIPMENL . . . o v i e 2,654 2,654 2,315 4,969
Amortizaoon of acquired intangible broad-
casting estets and Other agsets . . .. .. 11,978 $ (Mic) 11,934 988 490 M) 37,852
62.037 (44) 61,993 30,005 44 116,448
Broadcast opcraing mcomee . .. ... ... $.312 a4 5,256 ™ (20,846)  (13,920)
OTHER INCOME (EXPENSE):

Interestexpense . ... ....... .. ...... (12.997) (132¢d)  (13129) (4,606) (11802)0) (29,379)

Interestincome . ... ... ... ... ..., 1117 L1117 1117

Otherincome . . ... .. oinie vunnen % %0 90

{1,790 (132) (10,92) (4,608} {11,644) {1
INCOME (LOSS) BEFORE BENEFIT FO!

INCOME TAXES.. ......... e (6.47%) (88) {(6.368) (1/536) (31.6%0) (42,099
BENEFIT FOR INCOME TAXES(a) ...... 1,189 1,189 1,199
NET INCOME (LOSS). .. ....... ...... $(5,289) $ (88) AT 3346 GLMN) H4AN)

(footmotes on page 17)




PRO FORMA CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE SIX MONTRS ENDED JUNE 34, 1993

snd
Offering Post  WITO  Acquidtion
Historicl  Adjestmenisd) Offeving Coubined Adjwimens Mlh
(Dollars {a theutends)
REVENUES:
Advertising revenis, act of agency commis-
SIORS. . .. ...l .. $30,1%0 $30,180 312,004 (c) § 3.031(f) §4521S8
Revenaes scultzed from banc-x armungements 4,406 4,406 2,480 6,886
Net broadcast revenues ...... ... ... 34,586 R 34586 14,484 3,031 SL,101
OPERATING EXPENSES:
Program and production. . .. .. .. ... ..., 8,028 8,028 4,804 12,52
Seiling, gencral and administrative . . 6.6T1 6.6M 3265 366) (g) 9.5
Amortizatica of program contract costs and
act realizable value sdjusiments . ... . 4,889 4,889 251 7.483
Depreciation ng smonization of propeny
INdeqEPMEn:. . . ... ... 1,200 127 1n 2,%4
Amortizaticns of acquired inwsegible broad-
casting assels and other assets . .. ... .. 5,761 $ (28)(c) 5,738 502 12,45 ) 18,883
Specia bonuses W be paid to executive
officers . ... ... ... ... .. ... .. 10.000 10,000 16,000
36,55 -9 36530 123z 1200 60
Broadcast operating income . .. ... ... {1.970) 2% {1,949 2,162 {9,059 (8,41)
OTHER INCOME (EXPENSE):
Interestexpense . .. ...l (5.7133) {626) (d) (6,409 {2.0m) (6,052) (1) (14.534)
IMErestincame . . .. ... i o S48 548 545
Othermoome . .. ... ... ... __ 86t 861 851
{437 (628) ($.003) _(20M) _[650) {13,128)
INCOME (LOSS) BEFORE SENEFIT FOR
INCOMETAXES . ... .. ... .. (6,347 (680) (6.7 ] (18,111) {21,9%69)
BENEFIT FOR INCOME
TAXES (). .. .- ooeiiieiee e 880 S0 30
NET INCOME (LOSS} BEFORE
EXTRAORDINARY TTEM ... ......... {8,467, (680) (6.067) » (15,111) {21,089
EXTRAORDINARY ITEM - GAIN ON
PURCHASE OF WARRANT .... . ..... 198 (1%8) - -
NET INCOME (LOSS). .. ........ .... 305,269, 3(798) $(6067) $_ 8 YiL1) 009
(foomotes on following page)
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NOTES TO PRO FORMA CONSOLIDATED STATEMENTS OF OPERATIONS
(Dellars in thousands)
{3) No pro fonms adjestments (0 benefit for income taxes have been recorded as reslization under Financial Accounting Stan-
dards Board Siatement No. M09 **Accounting for Income Taxes' (““SFAS 109°°) wou!d not have been assarcd.

{b) Excludes the effects of au exiraordinary gain of $1.059 relaicd to the purchase of Wanaats outstanding and ac extraordinary
loss of §10.002 retated to the early extinguishment of debt. No income tax benefits have been refizcied in those amounts as
reatization under SFAS 109 would not have been assured.

(c) To reficet change in amortization of deferred financing costs as a result of the Offering, calealated as follows:
December 38, 1992 June 30, 1993

Elimmation of amortizatios expense for Bank Credit Agreement

INCEDICANSS . .. . it is e $(354) $(201)

Amortization expense related 1o the Notes for deferred fmancing
costs of $3,500 10 be amcnized over t0years. . ... .. ....... 350 175
s [&) 309

(d) To chminatc interest cxpense zelated (o securcd :ndebtedncss under the Bank Credit Agreement 10 be reflasnced and
amoruzaton of original isuc discoun anc record interest at an assumcd rate of 10va% oa $100,000 of the Notes, cakulated

as follows:
December 31, 1952 Jome 3, 1993
Inierest on Bank Credit A;te:nu: indebtedaess refinanced .. ... $ 50 $3,464
Debt discount 4momMzation ... ... veveoiren e 2,096 18
10,118 4,499
Less: interest on the Notes at 10Vi% .. .. ... .. .oiunnen, (10,250 {5,129)
$ (13 § (628)

{¢) Includes S24 and $1US4 of net revenucs (act of depreciation and amostzation of $3,963 and $1,638) (rom the proposed PSA
with WVTV in Mitwaskee for the year ended December 3, 1992 sad the six months ended June 30, 1993, reapectively,
pursuant to which tbc Company will acquire certain of WVTV's inventory of sir time in oxchange for an hourly fec. This
agreemen: will be subject 10 cerntain restrictions. The Company's investment [n this agreemen: will be accounted for under
the cquity recthad of accounting ss the Company will be operating a programming services agreemeat and will not have
ownership interest in the brosdcast Licenae oc technical equipment of the station. Net reveaucs refiect histocical bhroadoast
opcrating income less amortization of intangidles recorded bry the price owner of the stations. The umounts do not reflect gny
ncremertal expenscs and refaed fees whick may be incurred by the Company or operating efficieacies sxpected to be
achicved by che Company.

() To ruflect net revenwes from the peoposed PSA with WMUV, to become effective concurreat with the closing of the Pro-
posed Acquisitons, purssant 1o which the Compeny will acquire certvia of WNUV's inventory of it time I exchesge for an
hourty fee. This agreement will be subiect w0 certain reawictions. The Compeny's investmnent in this sgreemseat will be
accounted for under the equity method of accounting ss the Compagy will be operating a programming services agreement
and will not have owacTaiip intetest in 1h¢ brosdcast license or techaical squipment of the atatios. Net revenues reect
historcal broadcast opcrating income less amortization of intangibies recorded by the prior owner of the stations. The
amounts do mot reficct any incremeatal expenses end related fees which msy be incurred by the Compeay or operating
efficiencies expecicd to be achieved by the Company. These net revenues incisde depreciation and amortization of $6,209
and $1,651 for the year caded December 31, 1992 md the six moatls eaded Juae 30, 1993,

(®) To climmate mansgemens fees poid 10 former owners.

(h) To recurd amonizalion expense related to acquired intamgibles and deferred financing coss on $180,000 of scquisition debt
and climnate MMOMIZMION on acquired companies. Intangibles are 10 be amortized over an average life of 15 years, deferred
financing costs wre 1o be amortized over 10 years, and covenants not to compete are o be amortised over sn sverage hife of
three years, cukculased as follows:

Decamber 1, 1992 June 34, 198
Amevtisation Amerdsstion
WCOV rdaxd ind WTTO acquired intangiblics $4 $ 2,268
Investrecat in V'INUV ............. Z.'SI;’I' 1,110
Deferred CORS . .......unuvu.n. 500 250
Covensats sot 1O COMPERE . . .. ... ........ 18,667 9,313
25518 12,958
oftizstioa rccordec by
WCGVand WITO . .............. .. . (502)
$24.930 $12,456
3C




NOTES TO PRO FORMA CONSOLIDATED STATEMENTS OF OPERATIONS — (Conatinued)
(Dollars in thousands)

(i} To record nicrest expense on anticpated acquisition finsacing of $180,000 ($100,000 of subcrdinated notes a: 10%% sod

$80,000 of scnier sccwred indebiedness ot T%%) and climinaic interest expense related to debt of WCOV and WTTO,
calculated as follows:

December 31, 1992 Jume 3, 1953

Inserest CXpense on acquisition fnanciog. . ... ... ... ..ol $16,250) $48,125)
Less: [nterest expense recorded by WCGVY ard WTTO ... ..., 4,606 2,078
§(11,644} $#6,052)

A V% ch;mr: in the blended intexest rae would change pro forms intcrest cxponse by $900 and $4350 for the
Deccmber 31, &

sz ended
1992 and six months ended June 30, 1993, respectively. Amount of acquisition financing wes edcumd based
on purchase prices as follows:

WOGV refated sed WITO parchase pace . ... .. ..ooviienneinnan,,. $ 68,293
Asse:s and intangibles acqmired in conjunction with aaticipated WNUV PSA . 37,000
CoOvenants MOt TO COMPLIL . . . .t ov v - tmntastonncancascnnensann. 56,000

181,395

{1.383)
310,000

—_—

Less. Company cash otilized (does not refiect §5,000 in deferred finanding
COBIB) - o oo smee e imt et et mae e e e




PRO FORMA CONSOLIDATED BALANCE SHEET AS OF JUNE 34, 1993

WCGV and
Offering Post WTTO WNUV Post
Historkcal  Adjustmwnts  Offeriag  Combimed PSA Acquisition
(Voilars in thovsands)
CURRENT ASSETS:
Cash and cash cquivacats ...... s 1,118 $15669(a) $ 16,784 $ (5,000)b) 5(1,395%) 3 10388
Accounts receivable, nct of allow.
ance for doub: 4 acoounts .. .. 15,290 15,299 1529
Refundable 1ncome taxes. . . ... 1574 1,574 15
Cunient posson of program
CORIrACt COSIB ... . vvvrvn. - 5,625 5,628 3% ) 9,607
Defenved bonercosts. . ... ... ... 74 T4 T
Prepaid cxpernscs and other
CUTTCO! BSSCIB . v vmnr e ne et 1,47 1,747 1,747
Deferred tax asset ... .......... 450 450 450
Total current 458¢tS ... ....... 26,875 15,669 42,244 (1,018) {1,395} 39,83
PROP}:RTY AND EQUIPMENT,
.......................... 12.552 12,552 13,79 () 26,331
PROG&AM CONTRACT COSTS.

noncument pArtida .. .. ........ 4 980 4,980 449 (g) 9,431
LOANS TO OFFICERS AND AF.

FILIATES. net of defe-red gaim . . 11,502 11.502 14,502
OTHERASSETS ............... 4776 13630) 6,139 5.000 () 61.1%
INVESTMENT IN PROGRAM- 56,000 (k)

MING SERVICES

AGREEMENTS ... .......... 8,395(g) 7,000 (i) 65,395
ACQUIRED INTANGIBLE

BROADCASTING ASSETS, act. 64,941 64,941 40,966 105,907

Total Assets .............. $128,326 $ 17032 310,158 8147|913 335,605 5325,936
CURRENT LIABILITIES:
Accounts payable.. .. .......... 3 2,145 3 2,145 $ 2048
Accrued special bonuses 10
executive officers .. ... ... 10,000 10,000 10,000

Income taxcs payable ..........

Accrued hiabilitves . ... ... ..., .. 3,034 3,034 3.0

Currer portion of long-term

liabiitiea —
Notes payablke and commercial
bank Seancing ... .......... 10,862 $(10,000)(c) 62 ”n2
Capital leases payable ........ 1,089 1,089 1,089
Program corntracts payable .. .. 11, 521 11,52t $ 3,140() 14,851
Deferred barter reveaues..... ... m ™m
Totsl current lishilities.. .. .. .. 39,04 (10,000) 29.604 3,140 32,564
LONG-TERM OBLIGATIONS:
Notcs payabic and commercind 6,800 (b)
bank financing .......c0.a. . 70.340 46,034 () 116,54 8395 @) $35.605 () 296,54 ()

Capitol Jeases payable .......... 4,264 4,354 4264

Program contracis payable ...... .29 9,299 a2 Q@) 97

Deferred taxcs payable ......... 450 430 450

Deferred gains ... ............ 99 99 »

124,276 35.0M4 160,310 147973 38,608 34,988
WARRANTS QUTSTANDING. ... 10,059 (10059(e) -
COMMITMENTS AND

CONTINGENCIES
STOCKHOLDERS' EQUITY:

Common siock, $.01 par value,

25,000,000 shares suthorized
and 680,000 sharss issued snd
OUCRIORAMG . ¢ . o civnernnnnen 7 7 7
Additional paid-in cagies! ....... 4,733 4T
Accumulered deficit . .. ......... (13,49 (1,964 M {12,62)
Totsl ssockhoiders® equity. ... _ {3,009 (8.943) {17,952 (17,959
Total Liabilitics and Stockhoid-
ers’ Eqoity ........0onll.. $124 $ 17032 $142,358 $147.9m 35,605 132593
(otnotes on following page)




NOTES TO FRO FORMA OONSOLIDATED BALANCE SHEET AS OF JUNE 30, 1993

(Dollars in thounsaads)
(3) Relects mcrease in cash as 3 resull of the issuance of the Notes and the purchase of the Warranis, calcelated s foliows:
Net procecdsof the Olfering . . ... ... .. ... ... $96,500

Repayment of Bank Credit Agreement indebiedness, in-

clucing secured Revotving Credit Facility of §5,500
and $9.000 incurred 10 purchase the Wacrants . . . . . (80,831)
$13.669

(b) Reflccis charge 1 deferrcd financing costs as a resalt of the Offering and Proposed Acquisitions, calculated 15 follows:

Qfering )\m

Deterred Rnancing costs associacd with the Offermg

sad Proposed Acquisitions . ... ... ... ... $3.560 $$,000

Write-off of delerred financing cos associated with the
Bank Credit Agreement . ... .. .. ... ... ....en {2,137 -
516 15,000

{c) Reflects reduction in current portion of Jong-1erm debrt as 8 resak of the Bank Credit Agreement.
{d) Reflecis the net smpact on lomg-term debt of §100,000 from the Notes as Sollows:

Z
2
a

pog

8

g

Less: Long-term portion of the Bank Credit Agrecroent ’
ndcbiecness being rchinanced, nct of oaamoruzed
discount of ST.865 . ... ... .. . ... ...

Ik

{c) Reflecis purchase of Wananta ovtsianding in September 1993,

{f) Refiects impact 0n retaived camings of extraodinary gain on purchase of Warrants outstanding and extraordinary logs on
carly extinguishment of debt, caiculad as follows:

Extraotdirary m on purchase of Wartasts .. .. ..., s 1,059
Extraowdwnary on carly extiagushment of debt . . . {10,002)
$ 8,943)

No pro forma adjusimests wese yecorded 10 the income tax accounts for the tax beacfits of the extraordinary ¥0ss 89
1ca.ization under SFAS 109 would not have been assured.

(g) Reficcis the assets moguired in conmection with the purchase of WCGY o§ nct sascls qnhued reflocting the imest-
rent in the Mitwavkee PSA) and and dede incu ia the transsction. Total acquired intangibles are
cakculuted as fol :

':;hi_wbpn“ ............................. 588,995
Add: Liabilites acquircd — progrmm contracts paysble
CUITCR . . i ee i iininnncnmn os.rannna e 310
s term. . ..., G e
$: Assets sCqQuir
Invesiment M PSA i iiiiiie (28,93
Qurreat poriios Of Prograsm CORIects. . . ....... .. 982
Noncument Jomm of program contracs. ........ A51
Propefty and equipment, met. ... ... . ..........
Acquircd inlangbles ... ... ... ei e iianaans 340,966

The Company’s investment i the proposed PSA with WYTV will be sccounted for wader the equity method of acoounting
s the Company will be operating a prograrmmning scrvices agreement sad will aot have sa oweership interest in the
broadcast heense or technical equipmeat of the station.

{b) Reflects impact of puschese of covenants not 10 compete aad related Asancing.

(i) Reflecis ccnain sssets pucchascd in connection with (e progosed PSA with WNUV ead related Ssascing. Tou] invesiment
and net mfnnap:vnalcuhtcdufolwl:

Totai price for net assets hesed . .. ........... 337,000
Less &n.pny exb mil'ng:c ................... {1,398
Netamount financed . .. .................. vaes 335,608

The Compasy's Javesiaent in the proposod PSA with WNUYV will be sccounted far wnder the equity method of wcopenting
ss ihe Compeny will be opersting a programming scrvices agreement and will act bave as ownennhip interest i the
broadcast license or technieal equipment of the station.

{i) Refiects antcipared financing of scquisition of WOGY and WTTO, certain aseets of WNUV sad WVTY aad the cove-
BANtS 80t to COmpeie 08 follows:

Senlot sccured indedtodnesa 2t 7 12% . ... ... .... $ 80,000
Subcrdinatcd moses 21 10 J4% . ... . ... .......... 100,000
180,000

)
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MANAGEMENT"S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Introduction

The opereting revenues of the Company are derived from local and national advertisers and, to a
much lesser extent, from Fox for the broadcast of programming and from commercial production. The
primary operating expenses involved in owning and operating television stations are employee salaries

and commissions, depreciation and amortization, programming, news gathering, production and pro-
motion.

The Consolidated Financial Statements reflect an increase in net broadcast revenues and operat-
ing expenses before depreciation and amortization from 1990 to 1991, from 1991 to 1992 and from the
six months ended June 30, 1992 to the six months ¢nded June 30, 1993. The primary reason for the
ncrease in net broadcast revenues from 1990 1o 1991 was the purchase of television station WPGH in
August 1991. Excluding the acquisition of WPGH, the Company’s revenue growth was adversely
affected by the reduction in national and local advertising revenues due 10 the 1991 economic recession
and the additional impact of reduced local and national advertising revenues due to the Gulf War in
carly 1991. The growmth of the Company’s overall net broadcast revenuea has exceeded the ovenall
growth of its markets in 1992 and through the first six months of 1993, These increases can be attrib-
uted to 1the introduction of local news programming in the Baltimore market, improved ratings due to
the continued success of Fox programming, an increase in viewership during the Monday through
Friday 6:00 p.m. to 8:00 p.m. “fringe” time period and the change from diary to metered rating
services in the Baltimore and Pittsburgh markets. The Company belicves that metered rating services
more accurately refiect actual viewership than diary services, resulting in higher ratings for indepen-
dent stations in those markets. The primary reason for the increase in 1992 operating expenses was
due 10 the additional costs associated with the full-year operation of WPGH.

The financial daia presented for 1990 refiect the combined results of the predecessor company for
the nine months ended September 30, 1990 and the Company for the three months ended December
31, 1990. On September 30, 1990, the Company sold Chaanel 63, Inc. (WIIB) to the Curreat Stock-
holders. WPGH was acquired and WPTT was sold on August 30, 1991. The staternent of cperations,
balance shect and other data presented for periods subsequeat to the date of these tramsactions are
therefore not comparable to preceding periods.

Moreover, the Company anticipates consummating the Proposed Acquisitions in late 1993 or in
1994, See **Proposed Acquisitions’’ and ‘“Pro Forma Consolidated Financial Dats.”

Upon completion of the Offering, based upon recorded balances as of June 30, 1993, the Company
will incur an extraordinary charge of appraximately $10.0 million relating to the carly extinguishment
of debt. Additionally, in September 1993, the Company purchased the Warrants resulting in an ¢x-
traordinary gain of appraximately §1.1 miltion.
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Set forth below are the principal types of broadcast revenues receved by the Company’s stations
for the penods indicated and the percentage contribution of cach type to the total gross broadcast
revenuces.,

Year Eaded December 31, Six Monthe Ended Jume 38,
1999 1991 1991 1992 1993
{Doitars in theusaads)
REVENUES

Localiregiona: advertising. ... S20.897  $S3.7% §22,i88  47.9% $3(,803 46.6% $14.520 475% §17,193  49.1%
Natvional advertiseg . . . ..... 17,146 441 By 02 MBI7 510 15468 06 17,290 497
Network compensation. .. .. . 208 0.5 k7 TS Q.7 19 0s 210 0.7 119 0.3
Poliucal advertising .. ... ... 296 0.8 168 04 675 1.0 p- 3 0.1 32 0.1
Production. . ..... -...... 158 0.9 386 08 s 0.9 M 1. M 0.8
Operating revenues - .. .. ... BIC  100% 46317 100.0% 68216 100.0% 3057 10.0% 15021 100.0%
Other revenues ... .. ... ... =% 119 __39 353 -~ ]
AdVeItiSing rCVEnues .. . . .. . 18,960 45,836 68,335 30,920 35,280

Less: Agency commssions .. . 5,581 6,738 19,011 4,4% 5100
Adverusing Tevenucs, nct . . . 3,19 39,698 58,544 26484 30,18

Baner revenues. ... ... ... _4.0% 5,660 3,805 4,286 4,406
Broadceast revenues, et .. ... $37.473 $45,358 5671349 $30.770 Suél_‘

The Company’s primary types of programming and their approximate percentages of net broad-
cast reveaues are currently Fox prime time (15%), children’s prograrmming (20%) and ather syndicated
programming (33%).

The Company’s two largest categories of advertising for 1992 were children’s and automotive
advertising, accounting for 19.8% and 10.4% of the Company’s net brosdcast revenues, respectively.
No other advertising category accounted for more than 10% of the Company’s net broadcast revenues

in 1992. No individual advertiser accounted for more than 5% of say individua! station’s net broadcast
reveaues in 1992,

Results of Operntions
Six Months Ended June 30, 1993 and 1992
Six Mooths Baded Jume N, lacrease (Decrense)
19 1993 1992 vs. 1999
Percest Peromt
of Net of Nat Percant
Amount Revesous Amesnt Revenues Ameost Chonge
(Dollers in ovwsnds
Broadcast revenues, REL ... .ivieiniaianinann $30,70 100.0% 334,586 100.0% §$3.816 12.4%
Operating expenses excluding deprecistion and
amortization and special boruses to be paid to
executive officers ... cooiiiiiniiiaaianann 14477 470 14,699 425 28 16
Depreciation aad amortizstion................ 14,867 483 11,857 343 (3,010) (20.2)
Special bonusges to be paid to executive officers . - - _10000 289 10,000 (a)
Total operating eXpenses........ccvevenvene-. 20,338 953 36,556 108.7 7218 4.6
Broadcast Opemating inCome .. .........e.0..e 1432 47 (1,970 (5.7 (3402 (a)
InIErest EXPense ....vevennvinieennnnnnnennnn 6,60 2158 ST 167 (837 (12.6)
Interest and other income.................... 625 _ 20 1,406 _ 4.1 ™ 1250
Net (loss) income before provision for income
taxes and extraordinary item .............. $(4,563) (14.8)%$(6,34D {18.2)% $(1,784) (39.1)%
(3) Not meaningful.

Net broadcast revenves increased from $30.8 million for the six months ended June 30, 1992 to
$34.6 million for the six months ended June 30, 1993, or 12.4%. This increase was dve primarily to the
continued success of Fox programming with an increase of net broadcasting revenues of approxi-
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mately 36% during prime time network programming, an increase in net broadcasting revenues during
the Monday through Friday 6:00 p.m. 10 8:00 p.m. “fringe’’ time period of approximaiely 3%, the
change from survey to metered rating services in Baltimore and Pittsburgh and increased ratings of
news programming in Baltimoce.

Operating expenses, excluding depreciation and amartization and special bonuses increased from
$14.5 million for the six months ended June 30, 1992 to $14.7 million for the six months ended June 30,
1993, or 1.6%. This increase was 2 resukt of increased commissions paid due to highes revenue levels
and increased expenses associaled with the introduction of the Kids Club magazine at WPGH in the

fall of 1992. As 3 percentage of net hroadcast revenues, operating expenses declined from 47.0% to
42.5% due to continued cost controls.

Depreciation and amortization expenses decreased from $14.9 million for the six months ended
June 30, 1992 to $11.9 million for the six months ended June 30, 1993, or 20.2%. This decrease was
primarily attributable to net realizable value adjustments of approximatety $2.0 million to the WPGH
programming inventory during the six months ended June 30, 1992 and the decrezsed amount of
amortization on oertain acguisition related intangibles amortized on an accelerated basis.

Broadcast operating income decreased from §1.4 million for the six months ended June 30, 1992 to
a loss of $2.0 million for the six months ended June 30, 1993. The decrease is s result of the special
bonuses 1o executive officers recognized in the six months ended June 30, 1993. Broadcast operating
mcome for che six months ended June 30, 1993, excluding these bonuses, was $8.0 million, a 134.0%
increase over the comparsbie period for 1992.

Net interest expense decreased from $6.6 million for the six months eaded June 30, 1992 to $5.8
million for the six months ended June 30, 1993, or 12.6%. This decrease was due to lower interest rates

and reductions in principal balances of indebtedness resulting from quarterly installment payments on
the Term Loan.

Intcrest and other income increased from $0.6 million for the six moaths ended June 30, 1992 to
$1.4 million for the six months ended June 30, 1993, or 125.0%, primarily due to proceeds in excess of

carrying value of related life insurance policies. This non-taxable gain was received in May 1993 and
has been recorded as other income.

Net loss before provision for income taxes increased from $4.6 million for the six months ended
June 30, 1992 10 56.3 million for the six months ended June 30, 1993, or 39.1%. However, during the
six months ended June 30, 1993, the Company generated 3 net income before provision for income
taxes, excluding the speciat bonuses to be paid 0 executive officers, of $3.7 millioa.
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Years Ended December 31, 1992 and 1991

Year Ended December 31, Imcresse (Decrease)
1991 1992 1991 vs. 1993
Percent Perceat
of Net of Net Percest
Amount  Revenoes Abeust Revesues Ameust Change
(Doltars ta thousands)
Broadcast revenues, net ... ... .o $45.358 100.0% $67,349 100.0% $21,991 48.5%
Operating expenses before depreciation and
AMOMIZAUON .y eevreverererenacaanannns 25,187 555 31,117 46.2 5,930 3.5
Depreciation and amortization. .. ............. 18078 399 30920 459 _i2842 710
Total operating eXpenses. ... ... .covveunnnnnnn 43,265 954 62,037 921 18,772 434
Broadcast gperating income . ... ... ... ...... 2,093 4.6 5,312 1.9 3,219 153.8
Interest eXpense ... .. oo ittt 8,895 19.6 12,997 19.3 4,12  45.1
Interest and otherincome............cvvvnnn 562 1.2 1,207 1.8 645 114.8
Net (loss) income before provision for income
BBXES .. \.orenn i e $(6,240) (13.8)%$(6,478) (9.6)%$S 123_8) 3.83%

Net broadcast revenues increased from $45.4 million for 1991 to $67.3 million for 1992, or 48.5%.
Net broadcast revenues in 1991 were negatively impacted by the Gulf War and the poor economic
cnvironment during 1991, The increase was primarily due to the inclusion of a full year of WPGH net
advertising revenues compared to four months of net advertising revenues in 1991. Further increases
in revenues were attributed to a full year of news programeing on WBFF and general improvement in
the Company's advertising revenucs due to its increased audience share in Columbus and Pittsburgh.
Overall gross advertising revenues in the Company's three markets grew 9.5% from 1991 to 1992 while
the Company's gross advertising revenues grew 47.6%, refiecting a sigrificant imcrease in the
Company's market share of advertising revenues.

Operating expenses before depreciation and amortization increased from $25.2 million for 1991 to
$31.1 millian for 1992, or 23.5%. This increase is primarily attributable to the costs resulting from the
acquisiton of WPGH om August 30, 1991. The acquisition resulted in an increase in the amount of first-
run syndicated programming under coatract. This increased programming resulted in 2 15.7% increase

in sales, general and adminisirative expeases due 10 higher levels of commissions paid to salcs people
and a 56.0% increase in bartcr cxpenses.

Depreciation and amortization increased from $18.1 million for 1991 to $30.9 million for 1992, or
71.0%. Amortization expense snd net realizable value adjustments were $9.7 million and $16.3 million
for 1991 and 1992, respectively. The increase in depreciation and amortization was primarily due to the
acquisition of the WPGH assets and increases related 10 the equipment acquired for news program-
ming 10 be aired on WBFF. Due 10 programming commitments entered into in 1992, it was determined
that net realizable value adjustments were required for certain program contracts acquired in connec-
tion with the WPGH acquisition. Approodmately $3.0 million of charges related 1o these contracts were
included in amortizatioa of program contract costs and net realizable valoe adjustments during 1992.

Broadcast operating income¢ increased from $2.1 millioa for 1991 to $5.3 million for 1992, ar

153.8%, duc primanly to the inclusion of WPGH for 12 months of operation in 1992 as compared with
four months in 1991.

Interest expense increased from $8.9 million for 1991 10 $13.0 million for 1992, or 46.1%, primarily
as a resuit of the higher level of debt incurred by the Company to scquire WPGH in August 1991,

Net loss before provision for income taxes increased from $6.2 million in 1991 to $6.5 million in
1992, or 3.8%.
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Years Ended December 31, 1991 and 1990 (Combined for Predecessor and the Comparny)

Year Eaded December 31, Increme (Decrease)
1996 1991 1990 vs. 1991
Percent Percent
of Net of Net Percent
Amcugl Revernes Amount Revessa Amount OQdasge
(Dollar: la thousanids)
Broadcast revenues, net ...... ... ol ... $37,473 100.0% $45,358 100.0% $ 7,885 21.0%
Operating expenses before depreciation and
AMOTHZANON . ve e veieeee e ancannnn 21,624 517 25,187 555 3,563 16.5
Depreciation and amortizatson. ............... 6,921 185 18,0 399 11,157 161.2
Total operating EXpenses. ... ........c...... 28,545 762 43265 954 14,720 S1.6
Broadcast operating income ... .. ............. 8,928 23.8 2093 4.6 (6,835) (76.6)
Interestexpense ...t 4,828 129 8,895 19.6 4,067 84.2
Interest and other INCOBY .. ... oo vvevvennnennn 474 1.3 562 1.2 88 18.6
Net (loss) income before provision for income
115 0 $ 4,574 12.2% $(6,240) (13.8)%$(10,814) (a)

(a) Not meaningful.

Net broadcast revenues increased from $37.5 million far 1990 to $45.4 million for 1991, or 21.0%.
This increase was due primarily to the purchase of WPGH in August 1991. Excluding the acquisition of
WPGH, the Company’s revenue growth was adversely affected by the reduction in national and local
advertising revenues due 10 the economic recession and the Guif War.

Operating expenses before depreciation and amortization increased from $21.6 miltion for 1990 o
$25.2 million for 1991, or 16.5%. The main components of the increase im expenses were the related
expenses of the newly acquired WPGH, the start-up costs of a news department at WBFF and the cost
of the move into 2 new building and studic in Baltimore.

Depreciation and amortization expeases increased fram $6.9 miltion for 1990 to $18.1 million for
1991, or 39.9%. This increase is attributable primanly to incressed program purchases and acquired
intangible asset amortization expenses associated with the acquisition of WPGH, and the increased
assel base available for depreciation as a result of WBFF’s new news facilities.

Broadcast operating income decreased from $8.9 million for 1990 to §2.1 millioa for 1991, or
76.6%, duc to 1he aforementioned increases in operating, amortization and depreciation expenses.

Interest expense increased from $4.8 million for 1990 to $8.5 million for 1991, or 84.2%, primarily
as a result of the higher level of debt incurred by the Company to acquire WPGH.

Income before provision for income taxes was $4.6 miltion in 1990 as compared to a net loss
before provision for income taxes of $6.2 miltion for 1991. This change was atiributable primarily to
increased amortization expense due to the WPGH acquisition.

Liquidity and Capital Resources

The capital structure of the Company consists of the Company’s outstanding long-term debt and
stockholders® deficit. The stockholders® deficit consists of common stock, additional paid-ia capital

and accumulated deficit. The Compeny’s balance of cash and cash equivalents was $1.1 miltion st June
30, 1993.

The Company’s primary source of liquidity is cash provided by operatioms. Cash provided by
operations increased from $3.6 milhion for the six months ended June 30, 1992 o $17.8 miltioa for the
six months ended June 30, 1993, or 394 4%. This increase was offset by capital expenditures of $95,000,
net Joans to officers and affiliates of $21,000, net debt repayments of $15.5 million and payments on
program contracts of $3.9 million. The Company received $1.1 million from proceeds from life insur-

ance policies. All of the above activities resulted in a net cash decrease of $708,000 for the six months
ended June 30, 1993, 3
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Cash provided by operstions increased from $2.4 million for 1991 to $15.7 million for 1992, or
546%. This increase was offset by capital expenditures of $426,000, net loaas to officers and affiliates
of $625,000, net debt repayments of $3.7 million and payments on program contracts of $10.4 million.
All of the above activities resulted in a net cash increase of $443,000 for 1992.

Cash provided by operations decreased from §5.1 million for 1990 to $2.4 million for 1991, or 52%,
Capital ¢xpenditures were $1.7 million for 1995, net loans to officers and affiliates were $544,000 and
payments ont program contracts were $4.7 million. The acquusition of WPGH resulted in cash purchase
price payments of $55.0 million, net borrowings of $45.5 million and issuance of wartants for $11.6
million. All of the above activities resuited in a net cash decrease of $2.4 million for 1991.

The Company has the rights to air numerous syndicated programs. Sce ‘‘Business — Program-
ming.”” As of June 30, 1993, the Company had commitments totalling $4.2 million to acquire future
program rights through 1998. The Company enticipates that it will incur contract program expeases of
approxunately $9.0 million in cach of 1993 and 1994,

Over the last two and one-half years, the Company has invested appraxmately $2.3 million of
capital expenditures mn its television stations. The Company anticipates that its capital expenditures for
cach of 1993 and 1994 will be approximately $500,000.

The net proceeds of the Offering will be used to repay in full the Term Loan. The Company is a
parly 10 an interesi rate swap agreement with respect 1o $34.0 million through April 1994 which has
fixcd a portion of the Company's floating rate debt at the interest rate of 10.61% per annum. Ia
coannection with the Offering, the Company will terminate the swap agreement.

The Company believes thal the consummation of the Offering will increase its fnancial Sexiblity.
At June 30, 1993 after giving pro (orma cffect to the Offering, the total umount of indebtedness of the
Company and its Subsidianes, in addition to the Notes, woukl have been spproximately $22.8 million.
The Company anticipates borrowing approximately $180 million of indebledness in connection with
the Proposed Acquisitions. Sec ““Proposed Acquisitions.”

The Company has a $15.0 million Revolving Credit Facility and, as of September 15, 1993, bad
$8.75 million available under the Revalving Credit Facility as a result of an outstaading letter of credit
of $6.25 million. The letter of credit was incurred in connection with the Proposed Acquisitions. The
Revolving Credit Facility bears interest of LIBOR plus 2% perceatage peints.

The Company anticipates that funds from operations and from its Revolving Credit Facility will be
sufficient to meet its working capital, capital expenditures and debt service requirements for the fare-
seeable future. However, 10 the extent such funds are not sufficient, the Company may naeed to incur
additional indebtedness or refinance existing indebtedness. The Company’s Revolving Credit Facility,
the Indenture and the instruments govemning indebtedness incurred in connection with the Proposed
Acquisitions will restrict such incurrence.

Income Taxes

The benefit for income taxes for the six months ended June 30, 1993 was 13.9% of net loss befare
pravision for income taxes. This amount was less than statetory rates primarily due t6 not recording
the full tax beneft of losses incurred and non-deductibie goodwill amortization recorded during the
period. The benefit for income taxes for six months ended June 30, 1992 was 18.3% of the net loss
before beacfit for income taxes primarily due to won-deductible goodwill amortization and state in-
come taxes paid duriag the period. The bencfit for income taxes for 1992 was 18.4% of the net loss
before benefit for income taxes and was due 10 the non-deductibility of goodwill expenses aad other
miscellanecus deductions such as travel and eatertainment. The benefit for income taxes for 1991 was
25.3% of the net loss before bencfit for income taxes primarily due to non-deductible goodwill amor-
tization.

Seasoaslity

The Company’s resuits are subject to seasonal fluctustions which result in higher fourth quarser
broadcast operating income as comparcd with the firsi, second and third quarters. This seasonality is
primarily attributable 10 increased expenditures by advertisers in anticipation of haliday scason spend-
ing and un increase in viewership during this period.
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Certain Accounting Matters

Pursuant to the stock redemption effected in 1990, the Company issued the §14.2 million Founders®
Notes. The stock redemption was sccounted for under the *‘push-down'’ method of accounting, s
substantially all of the common stock of the Company became owned by a management control group.

The purchase price was allocated based upon the fair value of the assets and liabilities of the
Company as of the date of the redemption and resulted i additional recorded acquired intangible
broadcasting assets of $13.8 millon. As a resuit of this, the resuits of operations af the Company prior
to the redemption are not comparable to results for periods subsequent thereto. Financial information
for periods prior to September 30, 1990 is preseated as “‘predecessor™ financial information.

The Financial Accounting Stendards Board has issued SFAS No. 106, “Employers’ Aoccounting
for Post Retirement Benefits Other Than Pensions’* and SFAS No. 112, “Employers’ Accounting for
Post Employment Benefits.”” The Company does not offer any bencfits of the type covered by these
standards. Therefore, the adoption of these standards will not have a material effect on the Compeny’s
results of aperations or financial cordition.

Inflation

Inflation in recent years has not had a significant impact on the Company’s operations, snd it is
not expected to materially adversely affect the Company in the future, unless it increases substantisily
and the Company suffers from a negative impaci on the economy in gemeral.




BUSINESS
Indestry Background

Commereial television broadcasting began in the United States on a regular basis in the 1940s over
a portion of the broadcast spectrum commonly known as the “VHF Band™ (very-high frequency
broadcast channels numbered two through 13). Television channels were later assigned by the FOC
under an 2dditional broadcast spectrum commonly knowr as the ““UHF Band” (uitra-high frequency
broadcast channels numbered 14 thriough 82). Currently there are a limited number of chaanels avail-

able foc broadcasting in any ane geographic area, and the license to operate a broadcast station is
granted by the FCC.

Although UHF stations and VHF stations compete in the same market, UHF stations have his-
torically suffered a competitive disadvantage, in part because: (i) receivers of many houscholds were
originaliv designated only for VHF reception; (ii) UHF signals wese more affected by terrain and other
obstructiors then VHF signals; and {iii) VHF stations were able to provide higher quality signals to a
wider area. This historic disadvaniage of UHF stations has gradualty declined through: (i) carriage on
cable systems; (i) improvement in television receivers; (ifl) improvement in television transmitters;
and (iv) wider use of aR channel antennace.

All television stations throughout the United States are grouped into approximately 210 gencrally
recognized television markets which are ranked in size according to various formulse based upon
actual or potential audience. Each market is determined as an exclusive geographic area consisting of

all counties in which the home-market commercial stations receive the greatest percentage of total
viewing hours.

A majority of commercial television stations in the United States are affiliated with oae of the
three major television networks (the American Broadcasting Companies, Inc. (““‘ABC”), the National
Broadcasting Company, Incorporated (“NBC"’) and CBS, Inc. (‘'CBS™)). Esch of these networks
provides the majority of their affiliales’ programming cach day without charge in exchange for a sub-
stantial mayority of the available advertising time in the programs supplied. Each network sells this
advertising time and retains the revenve. The affiliatz retaing the revenue from time sold during breaks

in and between network programs and in programming the affiliate produces or purchases from non-
network sgurces.

In contrast to a major network-affiliated station, an independent station supplies over-the-air pro-
gramming through the acquisition of rights 10 broadcasted programs through syndication. This syndi-
cated programming ss generalty acquired by the indcpendent stations for cash. Independent stations
which acquire a program through syadication are usually given exclusive rights to show the program ia
the station’s market for cither a period of years or a number of episodes agreed upon between the
independen! station and the syndicator of the programming. Types of syndicated programs aired on

the independent stations include feature films, popular senes previocusty shown on netwosk television,
and senes produced for direct distribution to television stations.

Fox has established an affiliation of independent siations, commonly known as the *‘fourth
network,” which operates on a basis similar to the three major networks. However, the hours of
programming supplied by Fox to its affiliates are significantly less than that of the three major aet-
works and, as 2 resuk, Fox affiliates retain 2 significantly higher portion of the available inventory of
broadcast ime for their own use than major aetwork affilistes. Fox currently has 146 affiliated stations

broadcasting to 92% of United Siates television households and in 97 of the top 100 media markets in
the couniry.

Television stations primarily derive their revenues from the sale of national, regional and local
advertising. All network-affilisted stations, including those affiliated with Fox, are required to carry
spol advertising sold by their networks and inserted into that network'’s programming broadcast by the
stations. This substamtially reduces the amount of spot advertising for sale directly by the network-
affiliated stations. Network affitiates are gencnally compensated for the broadcast of network advertis-
ing according to a formula which apportions the compensation received for the advertising betwoea
the network and its affilistes. Stations directly sell all of the remaining spot advertising to be inscreed
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in network programming and all of the spot adventising in non-network programming, retaining all of
the revenues received from these sales of advertising, less commissions, Through barter and cash-
plus-barter arrangements, however, a national syndicated program distributor typically retains up to
50% of the available advertising time for prograraming it supplies, in exchange for no or reduced fees
to the station for such programming.

Advertisers wishing to reach a national sudience usually purchase time directly from the major
networks or the Fox network or advertise nationwide on an ad hoc basis. National advertisers who
wish 10 reach a particular region or tocal audience buy advertising time directly from local stations
through national advertising sales representative firms. Additionally, local businesses purchase adver-
tising time directly from the stations’ local sales staff. Advertising rates are based upon the size of the
market in which the station operates, a program’s popularity among the viewers that an advertiser
wishes 10 attract, the number of advertisers competing for the available time, demographic composi-
tion of the market served by the station, the availability of alternative advertising media in the market
area, aggressive and knowledgeable sales forces and development of projects, features and marketing
programs that tie adverliser messages to programming. Because broadcast television stations rely on
advertising revenues, declines in advertising budgets, particularly in recessionary periods, will ad-
versely affect the broadcast business. Conversely, increases in advertising budgets targeting specific
demographic groups, based upon the supenor coverage of broadcast television stations or the domi-
nant competitive position of a particular station, may contribute to an imcrease in the revenuc and
operaung cash flow of a perticular broadcast television station.

Arbitron Co. (*Arbitron’’) and A. C. Nielsen Co. (“Niclsen’”) are two national audience measur-
ing services which periodically publish data on estimated aundiences for television stations in various
television markets throughout the country. The estimates &re expressed in terms of the percentage of
the total potential audience in the media market viewing a station, referred to as the station’s *‘rating,”
and of the percentage of the audience actually watching the television station, referred to as the
station’s ‘‘share.”” The two rating services provide such data on the basis of total television households
and of selscted demographic groupings in the media markets being measured. The specific geographic
media markets are called areas of dominant influence (each, an *“ADI"’) by Arbitron and designated
market ureas (each, 3 “DMA’") by Nielsen. The geographic area covered by an ADI corresponds
roughly (o the geograpic arca covered by the corresponding DMA. Each rating service uses one of two
methads of measuring the station’s actual viewership. In larger geographic markets, ratings are deter-
mined by a combination of meters connected directly to selected television sets and periodic surveys
of television viewing, while in smaller markets only periodic surveyr are completed. Of the Company’s
markets, Baltimore is a Nielsen and Arbitron metered market and Columbus is a Nielsen and Arbitroa
survey market. Pittsburgh is an Arbitron metered market and a Nielsen survey market. All Arbitron

and Nieisen infarmation contsincd hereia represents estimates of such data by Arbitron and Nielsen,
respectively.

The following schedule indicates the household ratings/shares of the four broadcast television
networks during the periods indicated:

Heusehold Ratings/Shares(l)

Rrendcast Seatom Fex ARC NBC cas

1987-1988 .. . . ... ieiieeiiiiieiiciiaeeaas 3.877 11.9221 14.4/25 12.1221
LR R 5.5/10 11.7720 14,3/25 11.5720
R | 6.3/11 11.721 12922 11.0/19
1990-199L .. . i i 6.3/11 11.2720 11.520 11.2720
1991-1992 . i et 7373 11.019 11.6/20 12.221
[ 728 L X T 7.N2 12.5/20 10918 13.622

(1) Based on Nielsen Television Index data from September to September.
(2) 1992-1993 ratings are September 21, 1992 through February 24, 1993.
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As the schedule indicates, the Fox network’s ratings have increased from 2.8 during the 1987-1988

broadcast season to 7.7 during the 1992-1993 broadcast season while the net share increased from
seven to 12 points.

Broadcast tekevision stations compete for ndvertising revenues primarily with other broadcast
television stations, and to a lesser extent, with radio stations and cable system operators serving the
same market. Major network programming and Fox programming generally achieve higher audience
levels than syndicated programs aired by independent stations. However, since greater amounts of
advertising time are available for sale in syndicated programs by independent stations and Fox affili-

ates, they typically achieve a share of the television market advertising revenues greater than their
share of the market’s audience.

Broadcast television stations compete with other television stations in their markets for the acqui-
sition of programming. Generally, cable systems do not compete with local stations for programming,
but vanous national cable networks do from time to time acquire programming that could have been
olfered to local television stations. Public broadcasting stations generally compete with commercial
broadcasters for viewers but not for advertising dollars. Historically, the cost of programming had
increased because of an increase in the number of new independent stations and a shortage of quality
programming However, over the past five years, program prices have stabilized and, in some in-

stances, have declined as a result of recent increases in the supply of programming and the failure of
some independent stations,

Cable 1ekevision penetrstion in the Baltimore, Pittsburgh and Columbus markets is 59%, 75% and
62%, respectively, according to the July 1993 Arbitron Station Index. Cable-originated programming
has emerged as a competitor for viewers of broadcast television programming, although no single cable
programming network regularly attains audience levels amounting to more than a small fraction of any
broadcast network. In the 1980’s, the advertising share of cable networks increased significantly.
Notwithstanding such increases in cable viewership aad advertising, over-the-air brosdcasting remaias
the dominanit distribution system for mass market television advertising.

The Company’s Televisior Stations

The following table sets forth gencral information for each of the Company’s stations as of May
1993.

Tetsl
ﬂp-. Comsmerchal
Mastet Chanmel/ arket Tdevislon Merbet Siatles Avdimce Renkin
Siation Ares Froquency Populaties Hewsshold Razk is Market (s} Share (8) Matint i)
WBFF ............ Bakimore 4S/UHF 2,600,000 966,000 22 S 9 4
WPGH ............ Pitesburgh 53/UHF 2,822,500 1,138,000 17 5 9 4
WTTE ... ......... Columbus 28/UHF 1,814,000 697,000 34 4 8 4

(2) Total number of commercial broadcast television stations in the medis market delivering at least
1% of the 6:00 a.m. to 2:00 a.m., Sunday to Saturday audience.

(b) Based on the average of the Arbitron rating share for 6:00 a.m. to 2:00 a.m., Sunday to Saturdsy
for May 1993,

{(c) Station's rank in the market based on its share of total viewing on broadcast television stations in
the market, 6:00 a.m. to 2:00 a.m., Suaday to Saturday.




WBFF: Baltimore, Maryland

WBFF operates in the 22nd largest media market in the country, with over 965,000 television
households and a populanion of approximately 2.6 million. The aversge household effective buying
income in the Baltimore metropolitan area was $41,863 as of July 1993. Because of its large and
diverse population, as well as its praxmmity to Washington, D.C., the seventh ranked media market ia
the country, Baltimore is attractive to advertisers. It is home to a large number of state and federal

employees, and has significant concentrations of business in the education, health care and defense
industrics.

In June 1991, WBFF instituted local news programming in the Baltimore market. This local news
programmiog, *The News at Ten,'’ airs daily at 10:00 p.m., seven days a week, with news updates
during regular programming hours. The program premiered in the July 1991 Nielsen ratings with a five
housenold share and has since grown to a nine householc share as of July 1993. Durng its first two
years of operation, WBFF has been awarded 13 Emmy awards, 11 Associated Press awards, two
Maryland Bar Association awards, one National Bar Association award, and numerous other awards
from the Socicty of Professional Journalists and the New York Festival, as well as numerous technical
awards. WBFF actively produces documentaries for prime time, focusing on such issues as the de-
struction of the Brazilian rain forests, the juvenile justice system, the Chesapeake Bay and heaith care
reform. The introduction of news programming in the Baltimore area has increased WBFF's strong
presence in the community by highlighting local concerns and featuring investigative reporting ammed
at examining local issues. In addition, it provides access to advertising sources targeted specifically to
local news. Further, the hour-long 10:00 p.m. local news program allows WBFF to present news prior
to and in greater depth than the half-hour 11:00 p.m. local news aired on the major network affiliates.

The suengths of the Fox network are well suited to WBFF's programming strategy. The Com-
pany believes the station’s 6:00 p.m. to 8:00 p.m. line-up of ““Star Trek: The Next Geaeration,"”
““Married . . . With Children’* and ““Cheers’ helps increase the prime time Fox viewing sudience i
the key demogpraphic group of adults ages 1849. The improved ratings of the Fox programming,
particutarfy 1n the 9:00 p.m. to 10:00 p.m. time slot, has hetped detiver a large audience to ““The News

at Ten.*”

As a locally owned station, WBFF prides itself on its involvement in the community. WBFF has
annually aired the Arthritis Telethon and the Easter Seals Telethon. As additional community involve-
ment, WBFF periodically sirs a segment entitied “Msryland’s Most Wanted,” which is preseated in
coordination with the Baltimore City Police Department aad the Maryland State Police, and has re-

sulted in arrests locally. Additionally, WBFF offers its ‘‘Champions of Courage,'” which promotes an
essay contest for public schools in the inner city of Baltimore.

WBFF is also the leading station in children’s programming in Baltimore. WBFF has pioncered
the concept of a *“Kids Club™ which the Company believes is directly responsible for generating
additional ratings and promotional opportunitics for the station. The station currently has over 100,000
members as part of its Kids Club. Members receive their own personalized card with an identification
number, as well as a magazine that is mailed directly to them on a mosthty basis. Throughout the year,
WBFT holds Kids Club events that not only generste revenue (for example, the 1992 Halloweea Fun
Fest diew over 40,000 children and adults and generated an additional $600,000 in advertising reve-
nue), but aiso eahance the station’s image. WBFF aiso produces ‘‘Take-One,'” a show aimed at in-

forming, educating and entertaining children ages two 10 15, The half-hour show debuted in Scptember
1993.

WPGH: Piwsburgh, Pennsylvania

WPGH operates in the 17th largest media market in the country, with over 1.1 million television
households and a population of sppraximately 2.9 million. The average effective household buying
income was $35,639 in July 1993. The Pittsburgh economy, once dependent on heavy manufacturing,
has shifted toward a diverse high technology base. Overall, 85% of Pittsburgh's work farce is em-
ployed in non-manufacturing industries. Pittsburgh is known as oae of the lcading medical centers in
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the courtry. Pittsburgh is home to many Fortune 500 corporations, including USX Corporation,

Westinghouse Electric Corporation, Aleminum Company of America (Alcoa), PPG Industries, Inc.
and H.J. Heinz Coampany.

On the strength of its Fox programming, WPGH out performs many of the aetwork shows during
prime ume in the critical 18-49 demographic, including all three network affiliates on Wednesdays 8:00
p.m. to 9:00 p.m. with “Beverty Hills 90210,”* Saturdays 8:00 p.m. to 10:00 p.m. with ““Cops™ and
‘‘Code 3" and Swadays 9:00 p.m. to $:30 p.m. with ““Married . . . With Children.”

WPGH is actively involved in areas of community interest. WPGH has annually aired the Arthri-
tis Telethon and participates in promoting fundraising efforts for the SIDS Foundation. WPGH also
sponsored the 1992 Pittsburgh Arts Festival. WPGH personnel also appear at public school functions
aimed at promoting educational and health goals. Most recently, WPGH sponsared s local community
cffort by students to pick up trash in the Pittsburgh area in 2 program called ““Stash the Trash.””

WPGH is the leading childrea’s programmer in the Pittsburgh market. The station’s Fox 53 Kids
Club currently has approximately 150,000 members. As part of its Kids Club, WPGH produces local
inserts, entitled “Club AM,"” in its moming block of children’s programming. The station also spon-
sors Kids Club promotional events and on location shoots, and distributes ““KC’s Clubhouse Maga-

zine”’ to its Kids Club members. The magazine is sponsored by advertisers looking to market to
families and is an added source of revenue for the station.

Withia the next two years, the station aaticipates producing a local news program to air at
10:00 p.m. WPGH cxpects to lcase new tower facilitics and expand studio facilities, both of which wilt
facilitate the introduction of local news production. The Company believes the local news focus in
Pittsburgh, as in Baltimore, will be an important link fo the local community and will provide access to
additional viewership and advertising sources.

WTTE: Columbus, Ohio

WTTE operates in the 34th largest media market in the country, with over 695,000 television
households and a population of approximately 1.8 million. The metropolitan area had an avenage
household cffective buying income of §37,424 in July 1993. Columbus is Ohio’s state capital snd home
to such Fortune 500 companies as Nationwide Mutual Insurance Company, Wendy's International,
Inc., The Limited, Iac. and BancOne Corporation. The media market is characterized by a refatively
young population, including 60,000 students at Ohio State University. Columbus has 2 diversified
economy, supported by industries such as education, telecammunications, nsurance and retailing, and
has recently opened the Greater Columbus Convention Center.

As the sole commercisl independent in the Columbus market, WTTE enjoys a wide range of
programming possibilities which are available at attractive prices. Because campetition is limited to
the major network affiliates, the station is better able to utilize counter-programming to its competitive
advantage.

WTTE’s Kids Club membership has approximately 125,000 members, representing 38% of the
children in the market. Club promotions include the Kids Club Newsletter, the Kids Club Birthdsy

Card and 4 **Kids Expo™ which fcatures free entertainment and sctivities for 20,000 children and
parents.

As part of its community involvement ¢fforts, WTTE has anauslly sired the Arthritis Telethoa in
the Central Ohio region. WTTE also participates in numerous community and fundraising activities,
including support for the United Way and many of its member organizations. WTTE's sponsorship
often includes bath free publicity tor wocthy causes and live appearances by local television personal-
ities for area children's events. For two consecutive years, the Ohio Environmental Education Fond

has awarded WTTE an environmental education grant which WITE sses to fund programs promoting
environmental awareness among children.
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Television Market Historical Operating Data

The foliowing schedule indicates certain historica! data with respect 10 each television market in
which the Company operates:

Yesc Eaded Devermber 31,
T 1% 1990 7] T
(Delars in thomsands)
Baltimare
Matket revenue () ..o o iaiiiii i $ 155015 § 150,573 $ 153,056 § 142,536 § 149,558
Macket rcvenue growth aver priog period . . . 9.81% 23N% 1.65% (6.81)Y% 4.93%
Matketrank (b). ... it 2 2 2 2 n
Televisionhomes (b) .. ....... ... ... ... 911,000 931,000 939,000 957,000 966,000
WBFF sudience shate {€) ............... £3 6.3 6.0 63 6.0
Putshurgh
Matkctirevenue (@) .. .o vv i iee e ne i a $ 131,340 § 132,826 § 137,983 $ 130,010 § 142,376
Market revenue growth aver priot pcnod e 1.14% 0.83% 4.20% (5.78)% 9.51%
Markctrank {d) ........ ... oL 17 17 17 17 17
Television homes (d) .............. e 1,186,000 1,166,000 1,157,000 1,140,000 1,133,000
WPGH audicnce share fe) .......... e 7.3 6.0 6.7 83 9.0
Columbus
Matke: revenue (8) . ooe et $ 102,779 $ 101,012 $ 101,685 $ 96,581 $ 112218
Market revenue growth over priot pcnod .- 10.21% (1.72y% 0.67% (5.02)% 16.19%
Marketrank (b)............o L. RN 13 M 3 M M
Televisionhomes (b) ................... 650,000 667,000 672,000 668,000 673,000
WTTE audience share {e) ............... 2.0 53 33 8.0 9.0

(a) The Company’s estimates of total commercial broadcast television revenues, excluding network
compensation, in the media market are derived from figures compiled by an independent account-

ing firm based on data provided to the firm by each commercial broadcast television station in the
market.

{b} Based on the Nielsen Station Index for November of cach of these years.

(c) Stations’ eudierce share is based on the average of the Nielsen share, for 7:00 a.m. to 1:00 a.m. for

three rating periods: the prior year’s November book and the February and May books for the
year.

{d) Based on the Arbitron Station Index for November of cach of these years.

(c) Station’s audience share is based on the sverage of the Arbitron share for signon to signoft for
three rating periods: the prior year's November book and the February and May books for the
applicablc year.
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Operating Strategy

The Company’s operating strategy is: (i) 10 increase viewership and advertiging revenues through
the acquisition of quality programming, the use of counter-programming and children’s programming,
the introduction aad development of hour-long local news at 10:00 p.m., and extensive community
involvement by its stations; (ii) to aggressively control operating and programming costs; and (iii) to
acquire additional broadcasting praperties which offer attractive growth opportunities.

Increesing Viewership and Advertising Revenues

The Company believes that an important factor in increasing the viewership of its stations is their
affiliations with Fox. These affiliations enable the Company to capture additional viewers by virtue of
the quality firsi-run original programming provided by the Fox network and Fox’s promotion of such
programming. The Company alsa seeks to obtain quality syndicated programming at attractive prices.
Examples of quality syndicated programming obtained by the Company for future brosdcast are
““Coach,” ““The Simpsons” and “*Home Improvement.’” The Company believes that this type of pro-
gramming attracts audiences with desirable demographic characteristics.

Counter-Programming. The Company’s general programming strategy is one of “counter-
programming,” consisting of offering programs which are alteratives to the type of programs heing
concurrently shown on competing stations. This strategy is designed to attract additional audience
share in demographic groups not served by concurrent programming on competing stations. As an
example, WPGH shows weekend movies, “Star Trek: The Next Generation™ aad *““Deep Space Nine™
opposite neiwork sports on weekend aftemoons. The Compeny believes that implementation of this
strategy has enabled WPGR 10 obtain a number one ranking in households in the 18-49 and 25.54
demographics during that time period, according to the February 1993 Arbitron repot.

Children’s Programming. WBFF, WPGH and WTTE are the leading children’s programmers ia
their respective markets. The Company’s nationally recognized Kids Clud was the foreruaner and
model for the Fox network-wide marketing cfforts promoting children’s broadcasting. Each of the
Company’s stations is devcloping children’s programming that complies with FCC regulations.
Children’s advertising represeated the Company’s largest category of advertisers during 1992, ac-
counting for approximately 20% of the Company’s aet broadcast revenues for such period.

Locai News and Communily Involvement. The Company believes the production and airirg of
iocal news is an important link 10 the comraunity the station serves and its efforts to expand its
viewership. In addition, local sews programming provides access to advertising sources targeted spe-
cifically 1o local news. In June 1991, WBFF instituted local news programming in the Baltimore mar-
ket. This award-winning tocal news programming airs daily at 10:00 p.m., with news updates during
regular programming hours. The program preruiered in the July 1991 Nielsen ratings with a five house-
hold share and has since grown to a nine household share as of July 1993. The hour-long 10:00 p.m.
news program sllows WBFF to present news prior to and in greater depth than the half-hour 11:00
p-m. iocal news aired on the major network affiliates.

Within the next two years, the Company anticipates producing a local news program to air at
10:00 p.m. on WPGH. WPGH expects 10 lease new tower facilities and expand studio facillities, both
of which will {acilitate the live news format.

Each of the Company’s statiors actively participates in various community activities and offers
many community services. The Company believes that active commuaity involvement provides in-
creased exposure to its potential markets and ultimately increases viewership and advertising support.

Cost Management

By employing a disciplined approach to managing programming and other costs, the Company has
been abie to achieve high operating margins. The Company has and believes that it will coatinuve to
acquire quality programming at prices consisten! with operating revenues generated by the program-
ming. As an owner or operator of multiple stations in the top 50 media maarkets, the Compasy bekieves
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that it is abic to negotiate favarable terms for the acquisition of programming. Moreover, each station

emphasizes control of its programming and operating costs through program specific profit analysis,
detailed budgeting, tight control aver staffing levels and expense analysis.

Acquisition Strategy

The Company seeks to identify and acquire under-periorming television stations in larger mid-size
markets (principally the 10th through the 50th fargest advertising markets). The Company believes that
stations located in the larger mid-size markets offer the best opportunity to achieve growth in market
share and broadcast advertising reveaues. Additional factors considered by the Company in a potential
acquisition include geographic location, demographic profile and competitive dynamics of the market.
There can be no assurance, however, that the Company will be able to acquire additional broadcast
properties.

Fox Affillstion

Each of the Company's current stations, as well as the two stations proposed to be acquired,
WCGV and WTTO, are affiliated with Fox pursuant to the affilistion agreements described below. The
Fox television network commenced operations in October 1986. During this period, Fox has devel-
oped a network of approximately 146 affiliates and Fox programming is currenty available in more
than 92% of the television households in the United States. The amount of programming provided by
Fox 10 1ts affiliates has increased from a total of five hours on two nights per week in July 1967 to 20
hours on seven nights per week (including 1S hours of prime time programming) curremily. Fax pro-
gramming & intended 1o appes! primarily to a target audience of 18 to 49 year old adults.

The Fox network has developed programming to attract the key demographics advertisers seek to
reach most ofien. As the credibility and strength of Fox network programming improves, station
affiliates will be better able 1o compete for prime time advertising revenues. The following May 1993
Arbition ratings fllustrate the relative strength of Fox prime time programming i the 18-49 demo-
graphic in cach of the Company’s markets: '

WBFF, Baitimore

Feg C3s AMC NBC
WIEIT WBAL W)I WNAR

Sunday 8-8:30 p.m.
In Living Color ..ot ittt te it iaaas 9.6 5.2 49 6.6
Sunday 9-9:30 p.m,
Married . . . With Childrer ...............oiiiiiiiia e 9.7 6.1 10.2 111
Wednesday 9-10:00 p.m.
Beverdy Hills 90210 ..........oiiiiiiiiiiiiiiii e 84 3.4 12.9 7.8
Thursday 8.8:30 p.m.
The Simpeans ... .c..iiiumiiniieiiieitininanaacacaaaiannns 6.9 4.1 34 8.4
Thursday 8:30-9:00 p.m.
0 10.1 4.7 34 89




